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Key Economic Indicators: People's Republic of the Congo 


Population (1980 estimate) 1.5 million 
Population Growth (1980 estimate) 2.3 percent 
Labor Force (1980 estimate) 600,000 
Unemployment (percent) 17 
GDP per capita (dollars) 525 
Exchange Rate - U.S.$1 equals 

1977 - 240 CFA Francs 

1978 - 226 CFA Francs 

1979 - 226 CFA Francs 

1980 - 210 CFA Francs 


Projected 
1980 


Current GDP 

(millions of US$) 1,362.2 
GDP at 1975 prices 

(millions of U.S.$) 814.1 


Monetary Survey 
(millions of USS) 

Net Foreign Assets 

Domestic Credit 

Money 

Quasi-Money 

Long Term Foreign 
Borrowing 

Other Items (net) 


Government Finances 

(millions of USS) 
Revenues 210.0 265.5 269.0(1) 522.0(1) 
Current Expenditures 239.5 310.3 303..2(2) 566.6 (3) (4) 
Current Balance -29.5 144.8 -34.3 -44,6(1) 


(1) Estimated 
(2) Includes $34 million investment budget 
(3) Government projection as of June 1980 


(4) Includes $160 million investment budget 
N/A Not Available 


Sources: World Bank; IMF; Ministry of Finance; Ministry of 
Planning; Bank of the Central African States. 





1. Summary 


Petroleum earnings carried the Congolese economy to a major re- 
covery in 1979, with real GDP reversing a 2-year decline and 
reaching its highest point since 1976. The oil-lubricated economy 
still suffers from major structural imbalances and production out- 
side the petroleum sector again stagnated, continuing a decade- 
long trend. Small to moderate drops were recorded in manufactur- 
ing and construction, transport and communication, and trade and 
agriculture. The Government, using the liquidity offered by pe- 
troleum revenues, has begun structural reforms intended to ration- 
alize the moribund state enterprise sector and revitalize agricul- 
tural production. Given sustained capital inflows and government 
pursuit of economic efficiency, the Congolese economy could turn 
around in the 1980's, developing profitable non-oil revenue 
sources in cash crops, textiles, mining (potash, lead, copper, 
zinc, possibly iron), and, largest of all, forestry. For 1981, 
expect continued growth in GDP spurred largely by the petroleum 
sector with possible support from small recoveries in manufactur- 
ing, forestry, significant U.S. investments in potash, and, after 
1982 when the major rail realignment is completed, in transport. 


2. Current Economic Situation: 
A. Recent Background: 


Alternately propped up and let down by earnings from its offshore 
oil fields, the Congo has had a roller coaster decade. Overly op- 
timistic revenue projections in the early 1970's led to inflation- 
ary spending and a run-up in the public debt whose effects con- 
tinue to burden the economy. At the same time, poorly run state 
enterprises and nonmarket pricing and production decisions im- 
posed on the private sector have held back growth and, in many 
cases, turned profitable industries into losers. The sustained 
deterioration of construction, manufacturing, forestry, and, above 
all, agriculture leaves the-Congo singularly and dangerously de- 
pendent on oil reserves which, it is currently estimated, will 
last only 7-10 years longer. Recognizing this dependency, the 
Government has committed itself to the reform of the agricultural 
sector and the development of a base of profitable industries out- 
side the oil fields. 


3. The Sectors: 


A. Agriculture: Food and cash crop farming in the Congo have suf- 
fered mightily from the twin curses of neglect of production 
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incentives and state imposed pricing and marketing decisions. The 
Government backed off quickly from ill-advised attempts to create 
cooperative farms. Instead, state marketing boards were estab- 
lished which, by paying farmers uneconomically low prices, managed 
in 10 years to decimate agricultural production and accelerate the 
already rapid flight of young and productive workers to urban 
areas. Agriculture was further damaged by an absence of rural 
credit facilities, a non-existent transport infrastructure, and 
limited efforts at providing extension services and performing re- 
search. Since 1970, the contribution of agriculture and forestry 
to GDP has fallen from 16 percent to 11 percent. Recently, how- 
ever, the focus of the government has changed and in June 1980, 
state marketing boards were ordered to pay farmers more reasonable 
prices for their production as a way of stimulating the sector. 
Encouragement of small-holder farming, once a political impossi- 
bility, is now established policy. Efforts to develop rural in- 
frastructure (the Ministry of Rural Economy receives the largest 
share of the investment budget of any government agency), to pro- 
mote rural credit, and to provide extension services, if sustained, 
augur well for Congolese agriculture. 


B. Forestry: Buffeted by business currents from Europe and con- 
strained by transport bottlenecks and strict government control of 
production and marketing, the Congolese forestry sector has only 
recently put down strong roots. Output has climbed over the past 
three years, rising from 414,000 cubic meters of logs in 1977 to 
460,000 cubic meters in 1978, and hitting 476,000 cubic meters 
last year. The figures for 1980 will probably be even higher, and 
OCB (Office Congolais Des Bois), the state enterprise which admin- 
isters the forestry sector, expects record profits. The Govern- 
ment, clearly intending to develop the Congo's huge tropical hard- 
wood forests into a major revenue source, has allowed OCB to stim- 
ulate production by issuing credit to private Congolese foresters. 
At the same time, foreign investment is much sought after. 


In fact, one of the salient features of the Congo's forestry in- 
dustry is the remarkable level of foreign participation. Private 
expatriate firms in 1978 accounted for 53 percent of log produc- 
tion, 77 percent of sawn timber, and 23 percent of veneer. 


C. Manufacturing and Construction: Shackled to the state enter- 
prises system, manufacturing and construction in the Congo have 
suffered heavily from government-mandated employment levels and 
fésulting low productivity. In 1976, the only year for which sta- 
tistics are available, state manufacturing enterprises operated at 
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an average 20 percent loss. The recently concluded conference of 
state enterprises offered some hope for reform of the state en- 
terprises system (see section on state enterprises). If nonmarket 
constraints were lifted, Congo has good potential for production 
of food products, pharmaceuticals, and textiles. In fact, the 
government has displayed a growing willingness to adopt rational 
management policies. For example, the West German managers of the 
Cidolou cement factory have been given full operational control 
over the plants, marketing, pricing, and administrative decisions. 
Similar reforms at the Suco sugar refinery and in other manufac- 
turing endeavors hold the promise that economic rather than 
strictly political concerns will govern the actions of productive 
units. As this process continues, the manufacturing sector will 
expand. 


In construction, growth can be expected from the impetus of the 
government's road building program and the mounting need for of- 
fices, housing, and other facilities in Brazzaville and Pointe- 
Noire. 


D. Transport and Communication Services: Further delays and cost 
overruns in the completion of the CFCO (Chemin De Fer Congo-Ocean) 
rail realignment and a continued deterioration of infrastructure 
due to insufficient capital inputs caused a major real decrease in 
the transport and communications sectors contribution to GDP. The 
port of Pointe-Noire registered a slight growth (2.7 percent) in 
debarkations and a significant rise in embarkations (27.2 percent). 
This latter figure is misleading because over 80 percent of the 
embarkations (and 67 percent of the port's total traffic of 3.4 
million tons) consist of Gabonese manganese evacuated on the comi- 
log rail line. Manganese embarkations in 1979 climbed 36.2 per- 
cent, more than offsetting the 2.5 percent decline in wood embar- 
kations and the 9.2 percent fall in merchandise embarkations. The 
river port of Brazzaville (total 1979 volume: 450,000 tons), which 
has no mainstay such as manganese, suffered an 11.3 percent drop 
in traffic volume in 1979. Principal items carried on the river 
are wood, energy products, wheat flour, fertilizers, and cement. 
The CFCO also registered a decline in freight volume, though there 
was a small increase in its less profitable passenger service. 


E. Mining and Petroleum: Petroleum production in the Congo, the 
impetus behind the country's climbing GDP, has grown steadily 
since 1978, when production totalled 2.4 million tons. Production 
in 1979 topped 2.7 million tons, and the 1980 figure will pass 3.2 
Million. By 1982, it is expected that oil output will be over 
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5 million tons annually. Earnings from petroleum royalties and 
taxes already constitute 60 percent of government income and, as 
production levels and prices climb, that percentage will likely 
rise. Offshore oil is currently being pumped by the French firm 
Elf and Italy's AGIP. Recently, a consortium of U.S. firms began 
onshore exploration north of Pointe-Noire and one of the major 
U.S. oil companies began exploratory work inland, in the Cuvette 
region. 


Mining activities (zinc, copper, lead, and gold) have yet to yield 
large revenues. AGIP has signed on to develop the country's ura- 
nium mines and a U.S. firm is negotiating for a joint-venture 
concession to reopen the flooded potash mine at Holle. 


F. International Trade: Published figures show that the Congolese 
trade deficit for 1979 was 30 billion CFAF (US$132 million), a far 
larger gap than the 6.8 billion CFAF (US$30 million) recorded a 
year earlier. However, it is likely that the 1978 figure for ex- 
port, 26.6 billion CFAF (US$118 million), underestimates oil reve- 
nues by almost exactly the amount of the deficit. Adjusted trade 
figures for 1978 are: 


Millions CFAF Millions US$ 
(at 1$ equals 226 CFA) 


Exports (f.0.b.) 57,561 254.6 
Imports (c.i.f.) -56,600 -250.4 


Balance Plus 961 Plus 4.2 


France is the source of half of Congo imports, followed by Italy 
(5.9 percent), West Germany (5.5 percent), and the United States 
(4.6 percent). China accounts for about 1.5 percent of the Congo- 
lese imports, and the Soviet Union for about 0.5 percent. Italy, 
France, Holland, and Spain are the Congo's principal clients. 


Besides unrefined petroleum, the Congo exports logs (167,000 cubic 
meters in 1978, 173,000 cubic meters in 1979), diamonds (2 billion 
CFAF in 1978, mostly from Zaire), and one billion CFAF each of cof- 
fee and cocoa. Manufactured goods and food products comprised 75 
percent of total imports. Parastatal enterprises, which represent 
the Government's efforts to control the economy and provide full 
employment, have been consistent drains on the Congo's fiscal re- 
sources, requiring extensive subsidies and running up the public 
debt. In 1976, the parastatal sector as a whole operated at a loss 
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of 5 percent. In manufacturing the loss was 20 percent and in 
agriculture more than 100 percent. Taken together, the state en- 
terprises employ about 5 percent of the workforce, and the number 
of new employees is growing faster than in any other sector of the 
economy despite a declining level of output. The Government, rec- 
ognizing this burden, recently convened a conference on state en- 
terprises at which it was determined that 14 enterprises were per- 
forming well and should receive continued support, 36 had enough 
potential to be reformed and made profitable, and another 14 were 
faring so poorly that their economic viability and prolonged 
existence should be reevaluated. It is expected, as a result of 
the second phase of the conference, that numerous of the 
third-category enterprises will be merged with better managed 
units, combined in joint ventures with new partners, restructured 
entirely, or closed down. 


4. Government Policy 


Generous oil receipts afford the Congo a wide range of choices in 
its effort to redress the economy. Despite the obvious tempta- 
tions, the Government has thus far generally shown itself to be 
prudent and practical in its selection of major projects. It has 
declared agricultural reform to be its first priority and has 
carried through on that promise by placing the Ministry of Rural 


Economy at the top of the investment budget. With its augmented 
revenues, the Government is also addressing the nation's infra- 
structure problems, devoting increasing shares of its resources to 
road building and transportation. 


In employing its windfall reserves, the Government has exhibited 
admirable restraint in resisting calls for higher salaries by Gov- 
ernment workers. Continued austerity and an insistance on pay in- 
creases tied to higher productivity will be important indicators 
for the economy's future and its ability to absorb new capital 
without inflationary consequences. 


The Government has shown itself to be willing to challenge certain 
of its economic institutions on grounds of efficiency. The state 
enterprises conference demonstrated the Government's seriousness 
about finding workable economic solutions. The much-needed reform 
of the parastatal sector could go far toward reestablishing pro- 
ductivity as an economic goal. 


Also evident in the Government concern about the parastatals, is 
its intention to take control of the country's debt position. 
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State enterprises, responsible for a large portion of recent bor- 
rowing, have been deprived of their authority to incur obligations 
independently. In recent months, the Government has been making a 
concerted, and largely successful, effort to polish the nation's 
credit image. Arrears are being paid back and current payments 
are being made promptly. Most importantly, under the guidance of 
an IMF standby agreement, the growth of new obligations is being 
controlled. The burden imposed by the nation's nearly $1 billion 
debt is heavy. And, as old debts begin to fall due, the debt ser- 
vice will climb over the coming years. Even so, elevated revenue 
levels will allow the Congo to meet its obligation without inordi- 
nate difficulty. 


Lastly, the Congolese Government under President Denis Sassou 
N'guesso has actively encouraged foreign investment in the Congo 
in an effort to diversify its commercial partners. Sassou has 
said publicly on numerous occasions that the Congo will welcome 
all "serious" business partners. The investment code is liberal, 
and foreign investors find that their projects receive careful and 
prompt attention. 


5. Opportunity for U.S. 


U.S. firms are particularly warmly received in the People's Repub- 
lic of the Congo. U.S. products and technology enjoy a strong 
reputation here and are eagerly sought. Oddly, one of the most 
remarkable features of the Congolese marketplace is the noticeable 
under-representation of American companies. This situation is 
probably explained to some extent by the 12 year interruption of 
diplomatic relations between the United States and the Congo, 
during which time commercial ties diminished or passed into the 
hands of other expatriates. 


Since 1977, when relations were restored, links between the two 
countries have grown increasingly active. A small program of U.S. 
assistance has been initiated, OPIC has issued its first insurance 
policy for U.S. investment in the Congo, Exim bank has extended 
its first credit for purchase of U.S. forestry equipment, and U.S. 
business representatives and bankers are turning up with increas- 
ing frequency. A consortium of American firms is conducting an 
onshore search for petroleum near Pointe-Noire, and a major oil 
company is exploring for oil in the Cuvette region. Agreement on 
a joint venture entailing significant U.S. investment in potash 
mining is expected before the end of 1980. U.S. banks are dis- 
covering numerous credit and investment opportunities, and the 
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Ministry of Finance is negotiating for financial services. As a 
result, the pace of commercial activity between the United States 
and the Congo is expected to accelerate. 


6. Miscellaneous Notes 


Currency -- The People's Republic of the Congo is a member of the 
Communeaute Financiere Africaine (CFA) franc zone which includes-- 
in Central Africa--Cameroon, the Central African Republic, Chad, 
and Gabon. The CFA franc, a hard currency, is issued by the 
Banque Des Etats De L'Afrique Centrale and is pegged to the French 
Franc (FF) at the rate of CFA 50 equals 1 FF. 


UDEAC -- The Congo is one of the four members of the Central Afri- 
can Customs and Economic Union (UDEAC). The other members are 
Cameroon, Central African Republic, and Gabon. 


E.E.C. -- The Congo is an associate member of the European Econom- 
ic Community, with whose member nations it conducts most of its 
external trade. 


In the United States the Congo Mission to the United Nations is 
located at 14 East 65th Street, New York, N.Y. 10021. Tel: (212) 


744-7840. The Congo will shortly reopen its Embassy in Washington. 


% U. S, GOVERNMENT PRINTING OFFICE: 1980—341-007/360 
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